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SUBJ: SIGNETICS DECIDES TO TERMINATE ITS PORTUGUESE 
OPERATIONS 

1. ON THURSDAY, OCTOBER 30, MESSRS, PRED LARREA AND DONALD 
AANESTAD OP SIGNETICS, A SUBSIDIARY OF U.S. PHILIPS TRUST, 

CALLED ON EMBASSY. THEY WERE ACCOMPANIED BY PORTUGUESE MANAGER 
OP THEIR LOCAL PACTORY. EXECUTIVES OSTENSIBLY SOUGHT GENERAL 
BRIEFING ON ECONOMY AND PUTURE OUTLOOK. THEY DISCUSSED THE 
SHARP DECLINE IN THEIR LOCAL PLANTS' WORK FORCE AND THEIR 
EXTENSIVE IDLE CAPACITY, WHICH EXECUTIVES HOPED COULD BE 
UTILIZED BY NEW LINES OP PRODUCTION. DESPITE THESE NEGATIVE 
CONSIDERATIONS BOTH U.S. BUSINESSMEN EMPHASIZED THE CURRENT 
EPPICIENCY OP THEIR WORKERS, THEIR EXCELLENT LABOR/MANAGEMENT 
RELATIONS, AND PROMOSING NATURE OF GOVERNMENT'S ANTICIPATED 
EMERGENCY ECONOMIC PROGRAM. 

2. MR. AANESTAD RETURNED TO EMBASSY EVENING OP PRIDAY, OCT. 31. 

HE APOLOGIZED POR THE NATURE OP THE PREVIOUS DAY'S CONVERSATION, 
BUT STATED THAT HE AND MR. LARREA HAD BEEN SERIOUSLY CONSTRAINED 
IN THEIR COMMENTS BY PRESENCE OP LOCAL PORTUGUESE PLANT MANAGER. 
SIGNETICS, HE STATED, HAS DECIDED TO CLOSE ITS PORTUGUESE AP- 
PILIATE. DESPITE HIGH WORKER PRODUCTIVITY, COMPANY EXPERIENCING 

A MONTHLY LOSS OP SOME $100 THOUSAND BECAUSE OP HEAVY CAPITAL 
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THOUSAND MONTHLY IN MATERIALS AND FINANCING; IT RECEIVES 
EINISHED PRODUCTS MONTHLY VALUED AT SOME $50 THOUSAND. SIGNETICS 
HAS CONTRACTED LOCAL LAWYER TO HANDLE CLOSURE. IT HOPES TO 
LEAVE PORTUGAL AS SMOOTHLY AS POSSIBLE AND, WITH THIS 
OBIECTIVE IN VIEW, WILL PAY ALL LABOR INDEMNITIES. SUCH 
INDEMNITIES ESTIMATED AT $1 MILLION. COMPANY WILL SEEK TO RE- 
EXPORT FROM PORTUGAL ITS MACHINERY, WHICH IS VALUED AT $1.4 
MILLION. ANNOUNCEMENT OE CLOSURE WILL BE MADE IN APPROXIMATELY 
TWO WEEKS. 

3. EMBASSY OEEICER'S IMMEDIATE REACTION TO STATEMENT THAT 
SIGNETICS WOULD CLOSE WAS TO OEFER DISCUSS MATTER WITH GOVERN- 
MENT OEEICIAL. WHEN TOLD THAT EMBASSY APPROACH WOULD BE MADE 
IN HYPOTHETICAL TERMS WITHOUT MENTIONING SIGNETICS, MR. 

AANESTAD CONCURRED. 

4. COMMENT: EMBASSY OEFICER OFEERED TO APPROACH GOP BECAUSE: 

A. KNOWLEDGEABLE GOVERNMENT OFEICIAL HAD PREVIOUSLY STATED 
PRIVATELY THAT EMERGENCY ECONOMIC PROGRAM TO BE ANNOUNCED CON- 
TAINS MEASURES TO ASSIST HARD-PRESSED EIRMS, E G., SPECIAL 

CREDITS, SUBSIDIES, ETC., AND 

B. SIGNETICS PLANT CLOSURE WILL, EVEN UNDER MOST EAVORABLE 
CONDITIONS, LIKELY GENERATE SEVERE CRITICISM. WHEN MR. AANESTAD 
DISCLOSED SIZE OE COMPANY'S LOSS, ESPECIALLY RELATIVE TO PORTU- 
GUESE EXPORT VALUES INVOLVED, EMBASSY OEFICER EXPRESSED SERIOUS 
DOUBT THAT SUEEICIENT GOP ASSISTANT COULD BE EXPECTED TO PRE- 
VENT PLANT CLOSURE. DESPITE LIKELIHOOD THAT APPROACH WILL NOT 
HELP SIGNETICS, ECONOMIC COUNSELOR PLANS DISCUSS WITH EINANCE 
MINISTRY EINANCIAL DIFEICULTIES OP PRIVATE BUSINESS IN ORDER 

TO: A) DETERMINE GOVERNMENT WILLINGNESS TO ASSIST IN SUCH 
EIRMS, AND B) TO STRESS POSSIBILITY THAT SEVERAL 
EIRMS MAY HAVE TO CLOSE DURING NEXT PEW MONTHS BECAUSE OP 
THEIR EINANCIAL LOSSES. 
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